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OATH OR AFFIRMATION

I, Diane Chillemi , swear (or affirn1) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
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of December 31 , 20 14 , are true and correct. I furtlier swear (or affirm) tilata

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any accont

classified solely as that of a customer, except as follows:

ignature

SVP,CFO
Title

Notary u
JESSICADELAREZA
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(a) Facing Page. MyComm.ExpiresNov27,2015

(b) Statement of Financial Condition. Commission# EE148431

(c) Statement of Income (Loss). " -

(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

0 (g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.
(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.

6 (1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



LADENBURG THALMANN & CO.INC.
(a wholly owned subsidiary of

Ladenburg Thalmann Financial Services Inc.)

STATEMENT OF FINANCIAL CONDITION

DECEMBER31,2014



EisnerAmper LLP
750 Third Avenue

EISNER AMPER NewYork, NY10017-2703
T 212.949.8700

ACCOUNTANTS & ADVISORS F 212.891.4100

www.eisneramper.com

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholder
Ladenburg Thalmann & Co, Inc.
Miami, Florida

We have audited the accompanying statement of financial condition of Ladenburg Thalmann & Co, Inc.
(the "Company"),a wholly-owned subsidiary of Ladenburg Thalmann Financial Services, Inc., as of
December 31, 2014. This financial statement is the responsibility of the Company's management. Our
responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statement is free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statement.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material
respects, the financial position of Ladenburg Thalmann & Co, Inc. as of December 31, 2014, in conformity
with accounting principles generally accepted in the United States of America.

New York, New York
February 27, 2015

New York | New Jersey | Pennsylvania | California | Cayman Islands

EisnerAmper is an independent member of PKFInternational Limited



LADENBURG THALMANN & CO.INC.

Statement of Financial Condition
(dollars in thousands, except for shareandper share data)
December 31,2014

ASSETS
Cash and cash equivalents $ 1,901
Securities owned,at fairvalue 4,308
Due from clearing broker 22,247
Due from other broker-dealers 1,788
Accounts receivable, net 216
Due from affiliates 3,775
Furniture,equipmentand leasehold improvements,net 2,540
Restrictedassets 250
Intangibleassets,net 247
Goodwill 301
Deferred tax asset,net 4,819
Other assets 3.199

$ 45,591

LIABILITIES
Securities sold,but notyet purchased, at fair value $ 160
Accrued compensation 6,230
Accruedexpensesandother liabilities 2,884
Deferred rent 1,249
Income taxes payable 883
Due to affiliates 87

11,493

SHAREHOLDER'S EQUITY
Commonstock,$.01parvalue; 1,000 sharesauthorized;

560 shares issuedand outstanding
Additional paid-in capital 64,381
Accumulated deficit (30,283)

34,098

$ 45,591

See notes to statement of financial condition 3



LADENBURG THALMANN & CO.INC.

Notes to Statement of Financial Condition
(doilars in thousands, except for share and per share data)
December 31,2014

NOTE A - DESCRIPTION OF BUslNESs

Ladenburg Thalmann & Co. Inc.(the "Company")is a full service broker-dealer that has been a memberof the
New York Stock Exchange ("NYSE")since 1879. The Companyclears its customers' transactions through a
correspondentclearing broker on a fully disclosed basis. Broker-dealer activities include principal and agency
trading and investmentbanking. The Companyprovides its services principallyfor middle marketand emerging
growth companiesand high net worth individualsthrough a coordinated effort among corporate finance, capital
markets, brokerageand trading professionais. The Company is subject to regulation by, among others, the
Securities and ExchangeCommission(''SEC"),Financial industryRegulatoryAuthority("FINRA"),and Municipal
Securities Rulemaking Board ("MSRB").

The Company is a subsidiary of Ladenburg Thalmann Financial Services Inc. ("Parent"or "LTS"),whose stock
tradeson the NYSEMKT underthe symbolLTS.

NoTE B - SuMMARY OF SIGNIFICANTACcOuNTING POLiclEs

[1] Use of estimates:

The preparationof this financial statement in conformitywith accounting principlesgenerally accepted in the
United States of America requires managementto makeestimates and assumptionsthataffect the reported
amounts of assetsand liabilitiesanddisclosureof contingentassetsand liabilities at the date of the financial
statement. Actual results could differ from those estimates.

[2] Cash equivalents:

The Companyconsidersall highly liquid financial instrumentswith an original maturityof three months or
less to be cash equivalents.

[3] Revenue recognition: (continued)

Principaltransactionsrevenues, which are recordedon a trade-date basis, include realized and unrealized
net gains and losses resultingfrom the Company'sinvestments in equitysecurities, including equity-linked
warrants receivedfrom certain investment banking assignments.

Dividends are recorded on an ex-dividend date basis and interest is recorded on an accrualbasis.

[4] Intangible assets:

Intangible assets are being amortizedover their estimated useful lives generally on a straight-line basis,
Intangible assets subject to amortization are tested for recoverability whenever events or changes in
circumstancesindicate that the carrying amount may not be recoverable. The Companyassesses the
recoverabilityof its intangibleassets by determining whether the unamortized balance can be recovered
over the assets' remaining life through undiscounted forecasted cash flows. If undiscountedforecasted
cash flows indicate that the unamortized amountswill not be recovered, an adjustmentwill be made to
reduce such amounts to fair value based on forecasted future cash flows discounted at a rate
commensurate with the risk associated with achieving such cash flows. Futurecash flows are based on
trends of historicalperformanceand the Company'sestimateof future performance,giving considerationto
existingandanticipated competitive and economicconditions..

[5] Goodwlll:

Goodwiil is not subject to amortization and is tested for impairment annually or more frequently if events or
changesincircumstancesindicatethat the asset may be impaired. As the Company has onlyone reporting
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LADENBURG THALMANN & CO.INC.

Notes to Statement of Financial Condition
(dollars in thousands,except for share and per share data)
December 31,2014

NOTE B - SUMMARY OFSIGNIFICANT ACCOUNTING PoLICIEs (cONTINUED)

unit,the impairmenttest consistsof a comparison of the fair valueof the Company with the carryingamount
of its net assets, including goodwill. Fair value is typically based upon estimated future cash flows
discounted at a rate commensuratewith the risk involvedor market-based comparables. If the carrying
amount of the Company'snet assets exceeds the fair value of the Company then an analysis will be
perforrned to compare the implied fair valueof goodwill with the carryingamountof goodwill. An impairinent
losswill be recognized in an amount equalto the excess of the carrying amountover the impliedfair value.
After an impairmentloss is recognized,the adjusted carryingamountof goodwill is its new accounting basis.

Accounting guidance on the testing of goodwill for impairmentallows entities the option of performinga
qualitative assessment to determine the likelihood of goodwili impairment and whether it is necessaryto
performsuch two-step quantltativeimpairmenttest. The Company'squalitative assessment indicated that
there was no impairment of goodwill in 2014.

There was nochange to the carrying amount of goodwill during 2014.

[6] Furniture, equipment and leasehold Improvements:

Furniture, equipmentand leasehold improvements are carried at cost, net of accumulated depreciationand
amortization. Depreciationis provided by the straight-iine method over the estimated useful lives of the
related assets. Leasehold improvements are amortizedon a straight-line basis over the lease term.

[6] Furniture, equipment and leasehold improvements:

The Company evaluates its long-lived assets for Impairment whenever events or changes in circumstances
indicate that the carrying amount of such assets may not be recoverable. Recoverability of assets to be
held and used is measured by a comparisonof thecarrying amountof an asset to undiscounted future net
cash flows expected to be generated by the asset. When assets are considered to be impaired, the
impairmentto be recognizedis measured by the amountwhich the carrying amount of the assets exceeds
the fair value of the assets. Assets to be disposed of are reported at the lower of carrying amountor fair
value less coststo seli.

[7] Share-based compensation:

The Company measures the cost of employee,officer and director services received in exchange for an
award of equity instruments,including stock options,based on the grant-date fair value of the award.The
cost is recognized as compensationexpenseover the serviceperiod, which would normallybe the vesting
period of the options.

NOTE C - SECURITIEs

Securitiesowned and securities sold, but not yet purchased are recorded at fair value. Authoritative accounting
guidance defines fair value, estabiishes a framework for measuring fair value, and establishes a fair value
hierarchy which prioritizestheinputs to valuationtechniques. Fairvalue is the price that wouldbe received to sell
an asset or paid to transfer a liability in an orderly transactionbetweenmarket participants at the measurement
date. Afair value measurement assumes that the transactionto seii the asset or transfer the liabilityoccurs in the
principalmarket for the asset or liability or, in the absenceof a principal market,the most advantageous market.
Valuationtechniques that are consistent with themarket,incomeor cost approach are used to measure fairvalue.
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LADENBURG THALMANN & CO.INC.

Notes to Statement of Financial Condition
(dollars in thousands,except for share andper sharedata)
December 31,2014

NOTE C - SEcURITIEs (coNTINUED)

The fair value hierarchy ranksthe quality and reliability of the informationused to determine fair values. Financial
assets and liabilities carried atfair value are classified anddisclosed in one of the following three categories:

Level1 Unadjusted quoted prices in activemarketsfor identical assetsor liabilities.

Level 2 Inputs other than quoted market prices that are observable, either directly or Indirectly, and
reasonably avaliable. Observable inputs reflect the assumptionsmarket participants would use in
pricing the asset or liability and are developed based on market data obtained from sources
independentof the Company.

Level 3 Unobservableinputswhich reflectthe assumptionsthat the Companydevelops based on available
information about what market participants would use invaluing the asset or liability.

Securitiesare carried at fairvalue andclassifiedas follows:

Securities Owned: Fair Value Level 1 Level 2

Certificates of deposit $ 10 $ 10 $ -

Debtsecurities 1,525 - 1,525
Cortimon stock 2,370 1,910 460
Warrants 403 - 403

Total S 4,308 $ 1,920 $ 2,388

Securities Sold, But Not Yet Purchased: Fair Value Level 1 Level 2

Debt securities $ 9 $ - $ 9
U.S.Treasury Notes 151 - 151

$ 160 $ - $ 160

Debt securitiesare valued based on recentlyexecuted transactions,market pricequotations,and pricing models
that factor in,where applicable,interest ratesand bond default riskspreads,

Warrants are carried at a discount to fair value as determinedby using the Black-Scholes option-pricing model
due to iiliquidity. This model takes into account the underlyingsecurities' current market value, the market
volattiity of the underlying securities, the term of the warrants,exercise price, and risk-free rate of return.

Common stock may be received as compensationfor investment banking services. These securities are
restricted andmay be freelytraded only uponthe effectivenessof a registration statement coveringthem or upon
the satisfaction of the requirements of Rule 144, including the requisite holding period. Restricted common stock
is classifíed as Levei 2 securities.

As of December 31, 2014,approximately $3,842 of securities owned was deposited with the Company'sclearing
broker. Under the clearing agreementwith such clearing broker,the securities may be sold or hypothecated by
such clearingbroker.
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LADENBURG THALMANN & CO.INC.

Notes to Statement of Financiai Condition
(dollars in thousands,except for share and per share data)
December 31,2014

NOTE D - NET CAPITAL AND OTHERREGULATORY REQUIREMENTs

The Company is subject to the SEC's Uniform Net Capital Rule 15c3-1, which requires the maintenanceof
minimumnet capital. The Company has elected to compute its net capital underthe alternative method allowed
by the rules. At December 31,2014, the Companyhad net capitalof approximately$20,506,which exceededits
minimumcapital requirementof $253, as calculated under 15c3-1(a)(4), minimumcapital requirement for market
makers, by $20,253.

The Company claims exemption from the provisionsof the SEC'sRule 15c3-3 pursuantto paragraph(k)(2)(li) as
it clears its customertransactionsthrough its correspondent broker on a fuliy disclosed basis.

NOTE E- FURNITURE,EQUIPMENTAND LEASEHOLDiMPROVEMENTS

Components of furniture, equipment and leasehold improvementsinciuded in the statement of financial condition
at December 31,2014 were as follows:

Computer equipment $ 1,070
Furnitureand fixtures 1,020
Leasehoid improvements 2,334
Other 201

Total cost 4,625
Less accumulateddepreciation and amortization (2.085)

$ 2,540

Depreciationand amortizationexpense amounted to $508 for theyear endedDecember 31,2014.

NOTE F - INTANGIBLEASSETS

Acquired intangible assets, all of which are being amortized,consists of the followingat December31,2014:

Gross Net
Estimated Carrying Accumulated Carrying

Life in Years Amount Amortization Amount

Customer accounts 6-10 $ 1,378 $ 1.131 $ 247

Amortizationexpenseamountedto $149 for the year ended December 31, 2014, and estimated amortization for
the next two years amountsto $145(2015)and $102 (2016).

NOTE G - COMMITMENTSAND CONTINGENCIES

[1] Operating leases:

The Company is obligated under several noncanceiable lease agreements for office space, expiring in
various years through June 2018. Certain leases have provisions for escalation based on specified
increases in costs incurred by the landlord. The CompanyIs a sublessor to third parties for a portion of its
office space. The subleases expirein 2015. Minimumleasepayments exclusive of escalation charges and
sublease rentais are as follows:

7



LADENBURG THALMANN & CO, INC.

Notes to Statement of Financial Condition
(doiiars In thousands,except for share andper sharedata)
December 31, 2014

NOTE G - COMMITMENTS AND CONTINGENclEs (cONTINuED)

Year Ending Lease Sublease
December 31, Commitments Rentais Net

2015 $ 4,214 $ 2,012 $ 2,202
2016 2,095 - 2,095
2017 1,329 - 1,329
2018 107 - 107

$ 7.745 $ 2,012 $ 5,733

Deferred rent of approximately $1,249 at December 31, 2014 represents lease incentives related to the
value of improvements financed by the landlord together with the difference between rent payable
calculated over the life of the leases on a straight-line basis (net of lease incentives), and rent payable on a
cash basis.

[2] Litigation and regulatory matters:

In December 2011,a purported class actionsuit was filed in the U.S.District Court for the Southern District
of Florida against FriendFinder Networks, inc.("FriendFinder"),variousindividuals,as well as the Company
and another broker-dealer as .underwriters for the May 11, 2011 initial public offering of FrlendFinder
common stock. The second amended complaint alleged, among other things, that the registration
statement for the initial public offering contained untrue statements of material fact and omitted facts
necessary to make the statements not misleading, and that the Company was liable under Sections 11 and
12(a)(2) of the Securities Act, and sought unspecified damages, in March 2014 the court dismissed the
second amended complaintwith prejudice; in October 2014 the U.S.Circuit Court for the Eleventh Circuit
issued an order affirming the dismissal,

in December 2012, a purported class action suit was filed in Superior Court of Califomia for San Mateo
County against Worldwide Energy & Manufacturing, Inc. ("WEMU"),several individuals,as well as the
Company as piacement agent,concomingprivate placementsof WEMU securitiesinJanuaryand February
2010. The complaintaileged, among other things, that the securitles purchaseagreement for the private
placements contained misstatements of materiai fact and omitted facts necessary to make the statements
not misleading, and that the Company was liable under Califomia Corporations Code § 25504. The
complaint sought unspecified damages. In January 2014 the parties entered into a memorandumof
understanding and in August 2014, the partiesentered into a settlement agreement, which is pendingfinal
court approval, to resoive all claims in the complaintin exchange for the Company'spaymentof $1,325,000.
Such amount was accrued at December 31,2013 and paid in December 2014.

In August2013 and in May2014, two formercustomersof the Companyfiled lawsuitsalleging thata former
employee of the Companyconvertedthe customers'funds in2005 and that the Companyfailed to supervise
the former employee. The complaintsseek a total of $750,000in compensatorydamages for conversion,
and other relief. One of the cases has been transferredto arbitration. The Company believes that the
claimsare without merit and intends to vigorously defend against them,

in December 2014 and January 2015, two purported class action complaints were fiied in the U.S.District
Court for the Southern District of New York against AmericanRealty Capital Properties, Inc.,severai related
entities, various individuals,and a numberof broker-dealers, including the Company,as underwriters of a
$300 million debt offering in July 2013 and a May 2014 offering of 138 millionshares of common stock (and
several other offerings for which the Company was not an underwriter). The complaints allege that the
offering materials contained misrepresentationsconcerning the accuracy of, among other things, the
issuer'scaiculation of adjusted fundsfrom operations,and the effectivenessof the issuer's internalfinancial
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LADENBURG THALMANN & CO.INC.

Notes to Statement of Financial Condition
(dollarsin thousands,except for share andper share data)
December 31,2014

NOTE G - CoMMITMENTs AND CONTINGENCIES (coNTINUED)

control, and that the underwriters,including the Company,are liable under Sections 11 and 12(a)(2) of the
SecuritiesAct, and seek unspecified damages. The Company believes that theclaims are without meritand
intends to vigorouslydefend againstthem.

In the ordinary course of business, the Company is a defendant in other litigation and arbitration
proceedings and may be subject to unasserted claims or arbitratlons primarily in connection with its
activities as a securities broker-dealer and participation in public underwritings. Where the Company
believes that it is probable that a liability has been incurred and the amount of loss can be reasonably
estimated, the Company provides a liability. At December 31, 2014, the Company believes no such liability
Is required. During the year ended December31, 2014, adjustmentsto estimated settlement liability
previously provided resulted in a net expense of $25 (included in other expenses). With respect to other
pending matters, including those referred to in the preceding paragraphs, the Company is unable to
estimate a range of possible loss; however, in the opinion of management,after consuitationwith counsel,
the ultimate resolution of these matters should not have a material adverse effect on the Company's
financialposition,results of operations or liquidity.

NOTE H - INCOME TAxEs

The Companyfiles consolidated federaiand certain combinedstate and local incometax returnswith its Parent.
For financial reporting purposes,the Companydeterminesits incometax provision on a separate companybasis
pursuantto a tax sharing agreement. .

Deferred tax benefits or expenseare recognized on the temporary differences between the tax basis and book
basis of the Company'sassets and liabilities. Deferred tax assetsand liabilities are measured using enacted tax
rates expectedto apply to taxable incomein the years in which those temporarydifferences are expected to be
recovered or settled.

Based on such available evidence, managementconcluded that it is more likely than not that its' deferred tax
assetswould be realized. At December31, 2014,the Companyhadnetdeferred tax assets of $4,819,which are
primarilyattributable to stock basedcompensationand accruals which are notcurrentlydeductible.

At December 31, 2014, the Company'sshare of the net operating loss carryforwards,which expire in various
years from 2031 through 2032, are approximately $3,300, all of which representsexcess deductions attributable
to exercise of non-qualified stock options and premature disposition of qualified stock options by employees, the
excess tax benefit of which will be recorded inadditional paid-in capital when realized.

The Companyappliedthe "more-likely-than-not" recognition threshold to all tax positions taken or expected to be
taken,which resuited in no unrecognized tax benefits as of December 31,2014.

Tax returns filed for tax years 2011 through2013 remainopento examinationfor most taxingauthorities.

NOTE I - BENEFIT PLANs

The Companyhas a 401(k) retirement plan (the "401(k)Plan"),which allows eligible employees to invest a
percentage of their pretax compensation,limited to the statutory maximum.The 401(k) Plan also allows the
Companyto make matching and/ordiscretionarycontributions. The Company elected not to make matchingor
discretionarycontributions for 2014.

9



LADENBURG THALMANN & CO.INC.

Notes to Statement of Financial Condition
(dollars in thoissands,exceptfor share and per share data)
December 31,2014

NOTE J - OFF-BALANcE-SHEET RISK ANDCONCENTRATIONSOF CREDIT RisK

The Company's transactions are cleared by another securities broker-dealer under a clearing agreement.
Althouyh the Company primarilyclears its transactionsthrough another securities broker-dealer,the Company is
exposed to off-balance-sheet risk in the event that customers or other parties fail to satisfy their obligations.
Should a customer fail to deliver cashor securitiesas agreed, the Companymaybe required to purchaseor sell
securities at unfavorable market prices. At December 31, 2014, there were no amounts to be indemnified to the
clearingbroker for customeraccounts.

In the normal course of its business,the Companymayenter into transactions in financial instrumentswith off-
balance-sheet risk such as securitiessold, but not yet purchased. At December31, 2014, the Companysold
securitiesthat they do not own and would therefore be obligated to purchasesuch securities at a future date.
These obligationshave been recorded in the statement of financial conditionat the market valueof the related
securities and the Company will incur a loss if the market value of the securities increases subsequent to
December 31,2014.

At December31, 2014, the amount due from clearingbroker reflected in the statementof financial condition is
due from oneclearingbroker.

The company maintains cash and cash equivalents in bank accounts which, at times, may exceed federally
insured limits. The Company has not experienced and does not expect to experience any losses on such
accounts.

NOTE K - STOCK COMPENSATloN PLANS

The Company is a participantIn LTS' Amendedand Restated 1999 Performance Equity Plan (the "1999 Pian")
and the 2009 Incentive CompensationPlan (the "2009 Plan") that provide for the granting of options and other
awards to purchase LTS' commonstock to certain directors,employeesand consultants,at its discretion.

The 1999 plan provides for the granting of up to 25,000,000 awards with an annual limit on grants to any
individual of 1,500,000.The 2009 plan was amended in November 2014 and provides for the grantingof up to
45,000,000awards with an annual limit on grants to any individualof 1,500,000. Awards under the option plans
include stock options,stock appreciation rights,restricted stock,deferred stock, stockreload optionsand/or other
stock-based awards. Dividends, if any,are not paid on unexercised stock options.The plans are administered by
the compensation committee of the Board of Directors of LTS.Stock options granted under the plaris may be
incentive stock options or non-qualified stock options. An incentive stock option may be granted only through
August27,2019 under the 2009 Plan and May 27, 2009 under the 1999 Plan and may only be exercised within
ten years of the date of grant (or five years in the case of an incentive stock option granted to an optionee, who at
the time of the grant, possesses more than 10% of the total combined voting powerof all classes of stock of LTS
("10%Shareholder")).

The exercise price of both incentive and non-qualified optionsmay not be less than 100% of the fair market value
of LTS'common stock onthe date of grant; provided,however,that the exercise price of an incentivestockoption
granted to a 10% Shareholder shall not be less than 110% of the fair market value of LTS' commonstock. As of
December 31, 2014, LTS had 22,929,061 optionsavailabie to grant under the 2009 Plan and 1,194,854non-
qualified options available to grantunderthe 1999 Plan.
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LADENBURG THALMANN & CO.INC.

Notes to Statement of Financial Condition
(dollars in thousands,except for share and per share data)
December 31, 2014

NOTE K - STOCK COMPENSATIONPLANS (CONTINUED)

Stock option activity related to options granted by LTS to the Company'semployees under the 1999 Plan and
related Information for the year ended December 31, 2014 is providedbelow:

Weighted.
Average

Weighted- Remaining
Average Contractual Aggregate
Exercise Term intrinsic

Shares Price (Years) Value

Outstanding at December 31,2013 4,674,900 $ 1.45
Expired during 2014 (5,200) 1.01
Exercised during 2014 (908,700) 1.02

Outstanding at December 31,2014 3,761,000 1.55 3.93 $ 9,026

Vested or expected to vest 3,759,250 1.55 3.93 9,024

Options exercisable, December 31,2014 3.493 500 1.47 3.70 8,654

Stock option activity related to options granted by LTS to the Company'semployees under the 2009 Plan and
related informationfor the year ended December 31, 2014 was as follows:

Weighted-
Average

Weighted- Remaining
Average Contractual Aggregate
Exercise Term intrinsic

Shares Price (Years) - Value

Outstanding at December 31,2013 1,907,499 $ 1.36
Granted during2014 330,000 3.25
Exercised during 2014 (132.671) 1.03

Outstanding at December 31, 2014 2,104,828 1.67 6.80 $ 4,790

Vested or expected to vest 2,093,603 1.67 6.79 4,774

Options exercisable, December 31,2014 1,256,703 1.30 6.12 3,336
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LADENBURG THALMANN & CO.INC,

Notes to Statement of Financial Condition
(dollarsin thousands,except for share and per share data)
December 31, 2014

NOTE K -STOcK CoMPENSATloN PLANS (CONTINuED)

A summaryof the status of optionsgranted outside the 1999 and 2009 Plansat December 31, 2014, all of which
are vested and excercisable,are presented below:

Weighted-
Average

Weighted- Remaining
Average Contractual Aggregate
Exercise Term Intrinsic

Shares Price (Years) Value

Outstandingat December31,2013 1,425,000 $ 1.05
Exercised during 2014 (10,000) 1.05

Outstanding at December 31,2014 1,415,000 1.05 1.70 $ 4,104

The weighted-averagegrant date fair value of employee optionsgranted during the year ended December31,
2014 was $1.70.The fair valueof each option award is estimatedon the date of grant using the Black-Scholes
option-pricing model using the followingweighted-average assumptions:

2014

Dividend yield 0.00%
Weighted-average volatility 64.31%
Risk-free interestrate 2.03%
Expected life (in years) 6.25

The weighted-average expected life for the 2014 grants of 6.25 years reflects the altemativesimplified method
permitted by authoritative guidance,which defines the expected iife as the averageof the contractualterm of the
options and the weighted-average vesting period for all optiontranches. Weighted-average expected volatility for
the 2014 option grants is based on historical volatility of LTS and companies in its peer group over the same
number of years as the expected life, prlor to the option grantdate.

As of December 31, 2014, there was $740 total unrecognizedcompensation cost related to non-vested share-
based compensation arrangements. This cost is expected to be recognized over the vesting periods of the
options,which on a weighted-average basis is approximately1.59years.

The total intrinslo value of options exercised during the year ended December 31, 2014 amounted to $2,284.
Excess tax benefits related to optioncurrent year exercises were not deemed to be realized as netoperating loss
carryforwardswere available to offset taxableincomecomputedwithoutgiving effect to the deductions related to
such optionexercises.

Non-cash compensation expense relating to stock options was calculated by using the Black-Scholes
option-pricingmodel,amortizingthe valuecalculatedover the vestingperiod and applying a forfeiture percentage
as estimated by the Company's management,using historical information. The Company has elected to
recognize compensationcost for optionawards that have graded vesting schedules on a straight-line basis over
the requisite service period for the entire award. For the year ended December31, 2014, the non-cash
compensationexpenserelatingto optiongrants to the Company'semployeesamountedto $587.

12



NOTE K - STocK COMPENSATION PLANS (CONTINuED)

LTS' Qualified Employee Stock Purchase Plan (the "Plan")permitsemployees of LTS and its subsidiaries to
acquireup to 10,000,000 shares of LTS'commonstock.All full-time employeesmay use a portionof their salary
to acquire shares of LTS'common stock at the end of each option period at a discount of up to 5% below the
market price of LTS' common stock on such date. Option periodsare three months long and commence on
January 1, April 1, July1, and October 1 of each year and end on March 31, June 30, September 30 and
December 31 of each year.The Pian is intended to qualify as an "employee stock purchase plan" under
Section423 of the Internal Revenue Code. During 2014, 59,950 sharesof LTS' commonstock were issued to
employeesof the Companyunder the Plan,at phces ranging from $2.87to $4.03 per share, for an aggregate
purchase price of approximately $194.

NOTE L - RELATEDPARTY TRANSACTIONS

The Company is leasing space from anaffiliated entityona month-to-month basis.

The Company has a service agreement with LTS. For the year ended December 31, 2014, the Companypaid
LTS$216 for providing services and supporttothe Company.

During September 2014, the Company borrowed $25,000 from LTS pursuant to a temporary subordinated
agreementwhich it repaid in October 2014 with interest at the rate of 11% per annum.Interest paid to LTS
amounted to $53.
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